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…So Does Telephone Excise 
Tax—108 Years Later
You May Be Eligible for a Partial Refund

The U.S. declared war on Spain on April 25, 1898 
after rumors that Spain blew up the U.S.S. Maine, 
a U.S. battleship (remember the Maine?). Soon 
after, the federal government imposed a new tax 
on telephone service to help fund the war (at a 
time when only the very rich owned a telephone). 
Although the war ended later that year with the 
Treaty of Paris on December 10, 1898, the tele-
phone excise tax has continued to this day, at 3% 
since 1990. In total, the federal government col-
lected over $300 billion while the cost of the war 
was approximately $6 billion. After a series of 
federal courts ruled that the tax has been unlaw-
fully collected on long-distance bills, the IRS, as 
of July 31, 2006, has fi nally agreed to stop col-
lecting this tax from most long-distance custom-
ers and refund an estimated $13 billion covering 
the last three years of collection of this tax. The 
excise tax is still collected on the local phone bill 
but it is possible that Congress will eventually 
eliminate that aspect of the tax as well. Telephone 
customers may seek tax refunds from the IRS of 
up to three years of taxes on long-distance bills, 
or possibly apply for a special standard refund, 
on their 2006 tax year fi ling. You may want to ask 
your tax professional for more information when 
you fi le in 2007.

The sinking of the Maine 
was the event that triggered 
the Spanish-American War 
and, in turn, that annoying 
tax on your telephone 
bill. However, despite the 
famous slogan “Remember 
The Maine,” an offi  cial U.S. 
investigation determined 
that the explosion that 
destroyed the Maine in 
Havana’s harbor may have 
been an accident, rather 
than an act of war by Spain.

REMEMBER 
WHAT?

New Concerns About Telephone Privacy
Over the last year, there have been many media reports that large telephone companies have been co-

operating with the National Security Agency, allowing the federal government to access the phone call records or 
actual phone calls and e-mails of private American citizens. Although we expect law enforcement to have access to 

such investigative techniques when appropriate, this is the fi rst time we have seen allegations of widespread invasions of 
privacy without the involvement of courts to review such eavesdropping. At least one federal court has determined that 
warrantless searches of this kind are unconstitutional. In 
addition, we believe that indiscriminate wiretapping or 
access to customer records is in direct violation of state and 
federal laws designed to protect telephone customer priva-
cy. For those reasons, the Public Advocate has supported a 
complaint against Verizon by various Maine citizens and we 
have asked the PUC to open an investigation to determine 
whether Verizon has violated the law by releasing private 
telephone data and/or by providing access to actual phone 
conversations. In response, the U.S. Department of Justice 
has brought a federal lawsuit against the Maine Public Utili-
ties Commission and Verizon claiming that grave breaches 
of national security would occur if Verizon merely swears 
under oath to statements it has already made about a war-
rantless program that the Bush administration has already 
acknowledged.
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Are You Paying Too Much 
for Caller ID?
Caller ID has proven to be a very popular telephone feature, but is it worth the price? Fortu-
nately for the phone companies, Caller ID is almost pure profi t. Despite the $7.50 per month 
price tag, it costs the telephone company almost nothing to activate it. 

Caller ID has its limitations. For example, Caller ID may be unable to identify certain out-of-
state callers who are not in your local phone company’s database, it is unable to identify any 
caller who has chosen to block Caller ID which is their right under Maine law (see sidebar), 
and it cannot identify the names of callers who use a phone billed in a diff erent name. Most 
recently, we have seen the rise of “Caller ID spoofi ng,” which is a technique available to 
anyone who wants to falsify the telephone number that you see on your display. Customers 
who don’t want to pay a substantial monthly fee for this imperfect service should consider 
a simple inexpensive answering machine to screen calls. If you get Caller ID as part of a 
bundled package such as Verizon’s Freedom plan, you may still, in eff ect, be paying extra for 
Caller ID and other services. You would need to use over 1000 toll minutes per month before 
the “free” features actually become free. See page 4

CALLER ID PRIVACY
To block the transmission of your telephone 
number, you can activate Caller ID blocking 
in two ways. First, on a per-call basis, just 
dial *67 before the dialed number. Sec-
ond, if you have a general health or safety 
concern, just call your local phone company 
and ask for “per line blocking.”

Know a Great Location 
for a Payphone? 
Let the PUC Know
The Public Utilities Commission is now 
accepting applications from any Maine 
citizen requesting the installation of a 
public payphone in a particular location. 
All applications will be considered, but the 
Commission will have to ensure that any ap-
proved payphone serves the public health, 
safety or welfare and the phone must be 
placed at a location where a phone would 
not normally be installed for profi t. While 
there are many scenarios that could justify 
a subsidized payphone under this program, 
the most typical reasons to approve a public 
payphone would include the lack of other 
public payphones in the area, places where 
a particular safety concern exists, and 
places where no other form of communica-
tion is readily available. Applications are 
available on the PUC’s website — www.
maine.gov/mpuc.

The program is very modestly funded (up 
to $50,000/year), through the Maine 
Universal Service Fund, to which all Maine 
telephone customers contribute. Because 
funding is limited and the PUC has already 
received about 40 applications under this 
year’s funding limit, new qualifying ap-
plications may not get immediate funding 
and the Commission may have to choose 
among requests if too many are made next 
year. These public interest payphones will 
be coinless, will allow free local calls, will 
have access to 911, and will allow the use of 
calling cards, or collect calling, for long-dis-
tance calls.

The Public Advocate has worked for years 
to persuade the PUC that a public interest 
payphone program would be a cost-eff ec-
tive way to provide greater security and 
convenience for Maine residents, now that 
Verizon and other phone companies have 
removed about half of the payphones in the 
State in recent years. The new program is 
a result of an act of the Maine Legislature. 
Maine’s new public interest payphone 
program, one of the fi rst few in the U.S., 
has attracted national and international 
media attention — the demise of the public 
payphone is seen as a sign of the times as 
the wireless phone industry continues to ex-
pand. But wireless coverage is not adequate 
everywhere and some people cannot aff ord 
wireless service.

FREE 411 FROM YOUR CE LL 
PHONE OR LAND LI NE
Tired of paying $1.25 or more to dial 411 
from your cell phone or landline? Try 
dialing 800FREE411—after listening to 
a brief advertisement, you will get your 
number for free—our favorite price!

VERIZON WITHDRAWS BOGUS FEE Until 
this past August, DSL providers, like 
Verizon, were obligated to contrib-
ute to the federal Universal Service 
Fund (USF). Verizon had been 
legally surcharging its DSL custom-
ers $1.25/month to $2.83 to recover 
those required contributions. So, last 
month when the Federal Communi-
cations Commission phased out that 
charge and Verizon replaced it with 
a new “cost recovery” surcharge for 
DSL customers of nearly the same 
amount (which would line its own 
pockets), consumers and regulators 
were outraged. As a result, Verizon 
announced it would eliminate its 
new “cost recovery fee.” 

FEDERAL COURT OF APPEALS RULES FOR 

CONSUMERS The Public Advocate is a 
member of the National Association 

of State Utility Consumer Advocates 
(NASUCA) which fi led a lengthy 
complaint with the FCC asking that 
it ban or regulate all of the unfair 
line item surcharges on telephone 
and wireless bills. In response, not 
only did the FCC refuse to pro-
tect consumers but it made things 
worse—it decided that it would 
block states from taking any action 
to protect wireless consumers—un-
der the theory that the federal 
government’s policy (or non-policy) 
preempts the states on this issue. So 
we took the FCC to court and won. 
In August, the U.S. Court of Appeals 
for the 11th Circuit overturned the 
FCC’s Order, fi nding that the states’ 
right to regulate “terms and condi-
tions” applies to truth-in-billing 
issues even though the states cannot 
regulate wireless rates.

Some Good News in the Battle 
Against Bill Surcharges





























  

Public Advocate Offi  ce
112 State House Station
Augusta, ME 04333-0112 

Public Advocate and Staff :

From left to right:
Wayne, Patty, Ron, Mary, Eric, Debbie, Steve & Bill

The Public Advocate and his staff  are 
committed to public service in repre-
senting Maine utility consumers. We 
work to ensure that they have aff ord-
able, high quality utility services and 
we provide unbiased information 
to help consumers make the best 
choices. We who work at the Public 
Advocate’s Offi  ce seek to carry out 
this representation in a principled, 
diligent and compassionate manner. 

Maine consumers are welcome to call 
our offi  ce with questions. Our staff  
members can also be made avail-
able to speak to groups interested in 
utility issues or to those interested in 
advice on shopping for telecommuni-
cations services.
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